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THE ANNUAL SURVEY OF COMMON
TRUST FUNDS, of which this is the first, is
part of a program instituted by the Board
of Governors to provide information con-
cerning the uses made of principal accumu-
lations of savings. Common trust funds,
as special mediums for investment of trust
funds in the care of banking institutions, re-
cently have had a rapid growth that portends
their future importance in this general area.
The term common trust fund means an
investment "pool" operated and maintained
by a bank or trust company exclusively for
the purpose of combining the funds of many
accounts held in a fiduciary capacity and
created and used for true fiduciary purposes.
1
There are two basic types of common
trust funds, legal and discretionary. A legal
fund is restricted to investments prescribed
by State law or by a State authority as legal
for the investment of trust funds. A discre-
tionary fund is not limited to a legal list of
investments, but is one that permits full in-
vestment discretion to the trustee. Either
a legal or a discretionary fund may be diver-
sified in its holdings or may be a special fund
limited to one type or class of investment.
NOTE.—This article was prepared by Robt. L. Hill
of the Board's Division of Bank Operations with the
collaboration of the Division of Examinations.
1 As defined by Sec. 584(a), Internal Revenue Code
of 1954, the term "common trust fund" means a fund
maintained by a bank or trust company "(1) exclu-
sively for the collective investment and reinvestment
of moneys contributed thereto by the bank in its
capacity as a trustee, executor, administrator, or
guardian; and (2) in conformity with the rules and
regulations, prevailing from time to time, of the Board
of Governors of the Federal Reserve System pertain-
ing to the collective investment of trust funds by
national banks."
Common trust funds of the kind embraced
in this Survey are established and maintained
in conformity with the rules and regulations
contained in Section 17 of Regulation F of
the Board of Governors of the Federal Re-
serve System. This Section was promul-
gated December 31, 1937, coincident with
the related provisions of the Internal Reve-
nue Code dealing with tax exemption of
such funds. Basic authority for the estab-
lishment of common trust funds has been
enacted in all States except Iowa, and in the
District of Columbia. Funds are now op-
erated in 36 of these jurisdictions.
This Survey covers all common trust funds
for general investment operated by banks
and trust companies in the continental
United States administered under subsection
(c) of Section 17 of Regulation F, and
which had been in operation for at least 12
months on January 31, 1956. There are
198 such funds operated by 162 banks and
trust companies. The Survey attained com-
plete coverage of all of these funds.
All statistics for 1955 cover a 12-month
period; the reporting period is not identical
for all funds, however, because of variations
in fiscal years and related valuation dates.
The terminal date was in October 1955 in
35 per cent of the funds, November 1955
in 25 per cent, December 1955 in 14 per
cent, and January 1956 in 26 per cent.
INVESTMENTS HELD
The combined market value of the assets of
the 198 common trust funds included in the
Survey increased from $1,596 million in
1954 to $1,857 million in 1955, as shown
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TABLE 1
INVESTMENT HOLDINGS, PURCHASES, AND SALES OF COMMON TRUST FUNDS, 1954-55
[Dollar amounts in millions]
Investment
2
Total investments (including principal cash)
Bonds, notes and certificates total
U. S. Govt.—total
Marketable, maturing:
One year or less
After one year
Nonmarketable
























































































































































































































1 Survey of 198 common trust funds operated under Sec. 17(c) of
Regulation F of Board of Governors. Data are for 12-month periods
with terminal dates for individual funds ranging from Oct. 31, 1955
through Jan. 31, 1956. Excludes funds in operation less than 12
months.
2 Nonmarketable U. S. Government securities are valued at cost
and other holdings at market value. Purchases are shown at cost
and sales at proceeds realized. Conversions and exchanges of secu-
rities are treated as sales of securities surrendered and purchases of
in Table 1. About half of the increase re-
sulted from an inflow of new participations
and the remainder from appreciation in
market value of investments and realized
capital gains.
The composition of total investments of
the funds did not change significantly during
the report year. Common stock holdings
of $904 million in 1955 were 49 per cent
of the total value as compared to 47 per cent
in 1954. Bond holdings of $708 million,
about half of which were United States Gov-
ernment securities, were $76 million larger
securities received. Stock rights held at beginning or end of reporting
period are included in appropriate investment category at market
value. Proceeds from sales of such rights are included in proceeds
from sales of securities during period. Details may not add to totals
because of rounding.
3 Quasi-government agencies, and Canadian government and
corporations.
4 Mortgages, savings deposits, and savings and loan shares.
than in the previous year, but the proportion
of the total portfolio invested in bonds de-
clined from 40 to 38 per cent. Preferred
stocks were approximately 12 per cent of
total investments in both years and other
investments (mortgages and savings de-
posits) were 1 per cent. Cash holdings
changed little at $10 million.
Diversified discretionary funds. Total as-
sets of the 138 diversified discretionary
funds covered by the Survey amounted to 80
per cent of all common trust funds at the
end of the 1955 reporting period. They in-
Federal Reserve Bulletin: August 1956802 FEDERAL RESERVE BULLETIN • AUGUST 1956
creased $208 million during the year, of
which $96 million was from new participa-
tions and $112 million from appreciation in
market value of investments and realized
capital gains. Details are given in Table 2.
Common stock holdings in 1955 were 53
per cent of total investments for this group,
and they ranged from 15 to 90 per cent of
the portfolios of individual funds. Bond
holdings were 35 per cent of aggregate hold-
ings and individual ratios ranged from a low
of 1 per cent to a high of 77 per cent. In-
vestments in preferred stocks remained ap-
proximately 11 per cent of total assets, and
individual ratios in 1955 portfolios ranged
from zero to 42 per cent. Other invest-
ments (mortgages and savings deposits)
amounted to less than 1 per cent of group
holdings and were held by only a few funds.
Diversified legal funds. Total assets of the
42 diversified legal funds covered by the Sur-
vey amounted to $285 million or 15 per
cent of all common trust fund assets. Of
the $34 million increase during 1955, $23
million was from new participations and $ 11
million from appreciation in market value of
investments and realized capital gains. Bond
holdings represented approximately half of
the investments of this type of fund, and in-
dividual holdings ranged from 20 to 71 per
cent. Common stock holdings were 32 per
cent of total holdings, and holdings of indi-
vidual funds were in a relatively narrow
range between 16 and 37 per cent. Pre-
ferred stock holdings represented 16 per
cent of total investments of this group, with
individual fund ratios ranging from zero to
48 per cent. Only a few funds held mort-
gages and savings deposits.
Special funds. A bank or trust company
operating either a legal or a discretionary
fund may, by plan or institutional policy,
TABLE 2
MARKET VALUE OF INVESTMENT HOLDINGS OF COMMON TRUST FUNDS, BY TYPE OF FUND, 1954-55
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Bonds, notes, and certifi-
cates
U. S. Govt

















































































































































































































1 See Table 1, note 1.
2 See Table 1, note 2.
3 Less than $50,000.
4 Results from reporting instructions providing that securities
purchased but not paid for are included in investment holdings and
as a deduction from principal cash.
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limit investments to one type or class, for
example, exclusively common stocks. In
this study, these funds have been grouped
under the classification of special funds.
Ten of the 18 special funds held only
fixed income investments (bonds or bonds
and preferred stocks); the balance held only
common stocks except that small amounts
of Government securities were held as tem-
porary investments or to supplement cash
requirements to meet withdrawals. As a
group, these funds held 5 per cent of the
total assets of all common trust funds.
INVESTMENT ACTIVITY
Gross security transactions (purchases, sales,
and redemptions) of all common trust funds
totaled $578 million during the report year.
Activity or turnover of bonds was over
2Vi times as great as that of common stocks
and slightly greater than that of preferred
stocks.
2 Activity in bonds was affected to
a considerable extent by the practice of us-
ing United States Government securities as
a temporary investment and as a supplement
to cash holdings.
Approximately 63 per cent of the new
money flowing into common trust funds
during the report period is estimated to have
been invested in bonds, 15 per cent in com-
mon stocks, 17 per cent in preferred stocks,
and 4 per cent in mortgages and savings de-
posits. This distribution is based on the as-
sumption that the amount by which pur-
chases in each class of securities exceeded
sales represented investment of new money,
and that all other transactions were switches
between or within the various classes. Of
these other transactions, 56 per cent were
2 For this purpose, activity or turnover, of bonds
for example, is measured by dividing the average of
gross purchases and gross sales of bonds by the aver-
age of bond holdings at the beginning and end of
the report period.
3 Years of enabling legislation are shown in Table 7.
in bonds, 30 per cent in common stocks, 12
per cent in preferred stocks, and 2 per cent
in mortgages and savings deposits. As
shown in Table 1, purchases exceeded sales
in all major categories.
GROWTH AND DISTRIBUTION
The size of common trust funds varies
widely, as shown in Table 3. There was a
general increase in size from 1954 to 1955;
however, four funds, two diversified and
two special, decreased in size during the
year. The largest fund included in the Sur-
vey had total assets valued at just under
$100 million at the end of 1955; at the other
extreme, the smallest fund had only $145,-
000. Both were diversified discretionary
funds. None of the legal or special funds
had as much as $25 million in total assets.
The number of common trust funds has
increased rapidly in recent years, partly be-
cause of the increase in the number of States
that have only recently passed enabling leg-
islation.
3 Only 40 of the present funds were
in existence at the end of 1946, as shown in
Table 4. In the following three years the
number nearly doubled and since then there
has been an average of 24 new funds a year.
The 198 funds included in this Survey
were operated by 162 banks, as summarized
in Table 5. A number of banks operated
two or more funds, usually a legal and a
discretionary fund. The largest number of
common trust funds operated by one bank
was four (two diversified discretionary and
two diversified legal funds); this was the re-
sult of a merger of two banks. At the end
of 1955, State member banks operated the
largest number of funds with assets totaling
$1,266 million, national banks operated
funds with assets amounting to $373 million,
and nonmember banks operated funds with
assets totaling $217 million.
Geographically, 83 per cent of the dis-
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cretionary and all of the legal funds in the
Survey were in States east of the Mississippi
River. Dollarwise, this area held 69 per
cent of the common trust funds, of which
almost half was in the Boston, New York,
and Philadelphia Federal Reserve Districts,
as shown in Table 6. New York State had
the largest number, 35 funds, Pennsylvania
TABLE 3
SIZE DISTRIBUTION OF COMMON TRUST FUNDS, 1954-55
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i See Table 1, note 1 2 See Table 1, note 2.
TABLE 4
TABLE 5
STARTING DATES OF THE 198 REPORTING
COMMON TRUST FUNDS COMMON TRUST FUNDS AND THEIR INVESTMENT



































































































































































































































1 At least 17 other discretionary funds and one legal fund are
known to have begun operation in 1955 but were excluded from the
Survey because they had been in operation less than 12 months on
Jan. 31, 1956.
1 See Table 1, note I.
2 Details do not add to total because some banks operate two or
more funds.
3 See Table 1, note 2.
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was second with 31, and Massachusetts
third with 16, as shown in Table 7. These
three States had 41 per cent of the total
number of funds. In dollar size, Pennsyl-
vania ranked first with $565 million, New
York second with $412 million, and Mas-
sachusetts third with $167 million. These
three States accounted for 62 per cent of all
assets of common trust funds included in the
Survey.
TABLE 6
TYPES OF COMMON TRUST FUNDS AND INVESTMENT HOLDINGS, BY FEDERAL RESERVE DISTRICT, 1955'






























































































































































































































1 See Table 1, note 1.
2 See Table 1, note 2.
3 Less than $50,000.
4 See Table 2, note 4.
TABLE 7
STATE DISTRIBUTION OF COMMON TRUST FUNDS, BY TYPE, 1955 *
State, with year of
legalization of common
trust funds















































































































































1 See Table 1, note 1.
2 Arizona, Arkansas, and South Carolina also have funds, excluded
from this Survey, which began operation in 1955.
3 By court decision; legislation was enacted in 1955.
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